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FOREWORD 


The current study of the foreign commerce of the United States is 
aimed at determining how United States trade is faring in the light of 
economic changes affecting the world trade situation. Particular 
emphasis is being placed on measures which may be taken to expand 
our trade. 

As part of the study, several members of the committee have 
examined problems related to our trade in various regions of the world. 


Senator Hugh Scott, of Pennsylvania, has given handsomely of his time 
and energy in visiting many of the countries of Asia and Africa. His 
report is a valuable addition to the other studies being undertaken by 
the committee. 

All members of the committee are urged to give thoughtful con- 
sideration to the conclusions and recommendations made by Senator 
Scott in this report. 

Warren G. Macnuson, 
Chairman, Interstate and Foreign Commerce Committee. 


Vv 








LETTER OF TRANSMITTAL 





Fresrvuary 26, 1960. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuatrman: I transmit herewith a report on a trip which 
I made as a member of the Committee on Interstate and Foreign 
Commerce in connection with the committee’s study of the foreign 
commerce of the United States. 

It is my regret that due to lack of time I was not able to visit as 
many countries in Asia and Africa as I would have liked. This should 
in no way be construed as lack of interest nor as the absence of trade 
problems. It is to be hoped that other members of the committee 
may be able to visit these countries while the trade study is in progress. 

Sincerely, 
Hue Scorr. 
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FOREIGN COMMERCE STUDY 


Asia and Africa: Japan, Taiwan, Hong Kong, Vietnam, Cambodia, 
India, Israel, Kenya, Federation of Rhodesia and Nyasaland, and 
Union of South Africa 


SUMMARY OF CONCLUSIONS 


An examination of matters related to our foreign trade was made 
in some 19 countries of Asia and Africa during the months of No- 
vember and December 1959. In each country visited meetings were 
held with our Embassy staff, U.S. businessmen, and officials and busi- 
nessmen of the country visited. In the Far East and South Asia I 
was accompanied by Mr. J. Clement Lapp, and in the Near East and 
Africa by Mr. Hermann Ficker, both members of the staff for the for- 
eign trade study. In each country the focus of our examination was 
upon obstacles to trade and measures which may be taken to expand 
trade. I understand that the factual details and statistics on the 
status of our trade with each region are contained in the interim re- 
port of the staff to the committee. I shall, therefore, confine this 
report to my overall conclusions, supplemented by a brief description 
of the major problems and matters discussed in each country. It 
may be noted that with the possible exception of Japan, Hong Kong, 
and South Africa, the problems of trade cannot readily be separated 
from the general economic problems confronting nations in compara- 
tively early stages of economic growth. 

Summary conclusions 

1. While the volume of our exports to Asia and Africa has not de- 
clined to any great extent, there are formidable obstacles to any 
large-scale os of exports. The major obstacles to future ex- 
pansion of U.S. aa are (a) lack of currency reserves or pur- 
chasing power in the developing nations and (6) competition in the field 
of machinery and manufactured goods from Japan and Western 


re 

2. The measures, other than grant-aid, that might be taken to im- 
prove their balance of payments situation run the gamut of the steps 
essential to economic development. These would include concerted 
efforts to increase productivity, to increase the rate of savings and 
capital formation, to increase hard currency earnings through in- 
creased sales of their raw materials and other exports, measures to 
increase domestic and foreign ware investment and the many other 


activities essential to sustained economic growth. 
3. As for specific measures to meet increased competition and the 
problems of development as related to trade, I recommend that the 


1 
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Committee on Interstate and Foreign Commerce make an intensive 
study of the following substantive questions: 

A. The adequacy of present trade promotion facilities of the 
Department of State and the Department of Commerce. This 
should include an examination of the trade mission and trade 
fair programs, as well as a look at the activities of commercial 
attachés. JI have the impression that our commercial attachés 
are overburdened and that competitor governments may be offer- 
ing to their businessmen better services than we are offering. A 
modest expansion and reorganization of our corps of commercial 
attachés would have positive results. 

B. The facilities for U.S. governmental or private trade credit 
as compared with credits offered by competitor countries. The 
American businessmen I met looked upon the preferred credit 
terms of competitor countries as an important factor affecting our 
trade now and in the future. 

C. The relation of expanded trade to expanded -private in- 
vestment. I returned from Asia and Africa with the conviction 
that any large expansion of U.S. exports will go hand in hand with 
expanded private investments. I féel that our present investment 

arantee program and investment treaties are not enough.. A 
ew dedicated and knowledgable people working full time as- 
sisting prospective American investors could produce results. 
I am not prepared to say that this program should be under the 
ICA or an expanded trade promotion corps.in the Department of 
Commerce, or both—it should be examined, however. 

D. Measures which may be taken to insure a maximum 
market, stable market and stable price for the primary raw 
material exports of the less developed countries. _In some in- 
stances the value of our economic aid is cancelled by conditions 
preventing maximum hard-currency earnings by these countries, 

recognize that this is a difficult problem. Through stockpiling 
programs, our policy on excise taxes, our tariff and other instru- 
ments, the United States can aid in maintainmg maximum 
earnings by the underdeveloped countries. For the most part 
these raw material exports are not competitive with U.S. pro- 
duction. To the extent that there is an element of competition 
with the more developed countries, multilateral agreements 
among the nations concerned may be the answer.. While inter- 
national commodity agreements may not have been entirely 
satisfactory in the past, the developed countries should give 
imaginative thought to means for insuring a maximum income 
to the less developed parts of the world. 

E. Measures, within the framework of GATT, to hasten the 
elimination of restrictions imposed by certain of these countries 
upon imports from the United States. Most of the countries 
visited maintain such restrictions for balance of payments 
reasons. Only in Japan does the state of economic health appear 
to warrant an early removal of restrictions. Japan is moving in 
this direction. The counterpart, of course, is that the United 
States keep our restrictions on imports at the minimum level 
consistent with the needs of protecting industries vital to our 
national economy. In this connection the committee should also 
examine our export restrictions on strategic items. Some 
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broad ‘classifications of what is strategic also encompass items 
which have no strategical value. 

F. Other measures to expand our exports must be taken by the 
American business community, -There is little that this Com- 
mittee can do to improve delivery time, instill foreign languages 
in American representatives to the extent that our competitors 
train themselves in foreign languages; or adapt the American 
product to the needs of the Asian or African market; or to com- 
pete favorably in the provision of spare parts or services. I feel 
confident that the American business community can compete 
favorably in these respects and to the extent that higher prices 
may be a factor, if we are pressed to do it we can match com- 
petitors’ prices in most lines. 

4. The trade and aid of the Communist bloc in Asia and Africa is not 
extensive but is disruptive. In line with most other Communist 
moves it is erratic, sporadic, and dramatic. One month it is a spectac- 
ular dumping of state subsidized consumer goods at half price on 
Asian or African markets. Next it is a dramatic offer of industrial 
equipment in exchange for local products on a barter basis, or a 
spectacular steel mill, or bakery, or fleet of buses at extremely low 
interest rates payable over a period of 30 or 40 years. While these 
tactics may have paid off politically 2 or 3 years ago, I gained the 
distinct impression on this trip that the peoples and Governments of 
Asia and Africa no longer are as greatly impressed by this sort of 
drama. They are beginning to discover the comparative lack of 
quality in the Communist goods, particularly the things coming out 
of Red China. They are frustrated in trying to deal with irresponsible 
and anonymous state agencies. They are annoyed over interminable 
delays in delivery and the lack of spare parts. And I think they are 
beginning to see that in addition to the cut-rate cash price there is a 
political price. I think that we-have to remain alert to developments 
but that in the long run the sound free-world practices of trade and 
investments will prevail. 

5. There is little disposition in Asia and Africa to join in regional 
trade arrangements along the lines of the inner six and outer seven in 
Europe. The time is not yet ripe, the economies are too much alike, 
and minor political frictions all militate against Common Market-type 
agreements. There is some fear that the European Common Market 
will have adverse effects upon some countries, particularly those 
having export commodities in competition with countries having 
political ties with the countries of the Common Market. Should this 
develop, it may be incumbent upon the United States to assume the 
leadership through such agencies as GATT to rectify any adverse 
effects upon the smaller nations. 


RESUME OF DISCUSSIONS IN INDIVIDUAL COUNTRIES 


Following is a brief résumé of the meetings in the countries visited, 
and of discussions with various individuals. 


JAPAN 


Next to Canada, Japan is the second most important trading part- 
ner of the United States.- Unlike most of the other countries of Asia 
and Africa, Japan is highly industrialized. Trade is of vital importance 
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to Japan’s economic survival, and Japan’s strength is of vital import- 
ance to U.S. political and security interests in Asia. 

Until the latter part of 1958 Japan had an adverse balance of trade 
with the United States. During 1959 for the first time Japan’s 
exports to the United States exceeded imports from the United States 
by approximately $25 million. 

In our discussions with Government officials and Japanese business- 
men, two major questions were explored: 

1. The removal of restrictions by Japan upon imports from the 
United States. In the past Japan has excluded a wide range of 
imports from the United States by reason of a dollar shortage. This 
has been within the provisions of the General eement on Tariffs 
and Trade permitting such exclusion for balance of payments reasons. 
The U.S. delegation to the GATT Conference of contracting parties, 
held in Tokyo in October, pressed for relaxation of restrictions on 
— that Japan has now arrived at a favorable position in its 

ard-currency balances. In seconding this view, we discovered a 
considerable body of opinion among Japanese businessmen supporting 
a complete removal of restrictions and an early establishment of free 
convertibility. The policy of the Government is to move rapidly in 
this direction but to space the change so as to minimize any possible 
shocks upon the economy. At the time I was in Japan ee a, 
33 percent of all imports were on the “Automatic Approval” list. If 
or when cotton and wool are added it will bring 50 percent of all 
imports under “Automatic Approval.” This would represent a stride 
forward. Since last November the Government has transferred 
some 10 items from the fund-allocation system to the “Automatic 
Approval’”’ list and has agreed to remove restrictions on some 440 
items during 1960. A new foreign exchange allocation system will 
permit expanded U.S. exports of 48 categories of machinery. Some 
34 different categories of consumer s are no longer subject to 
foreign exchange controls. These measures to date should result in 
expanded U.S. exports of iron and steel scrap, pig iron, beef tallow, 
lard, soybeans, automobiles, chemicals, ceramics, textiles, office 
equipment, machinery, medical instruments, and a range of consumer 
goods during 1960. 

2. The second major question concerned measures Japan might 
take to keep its exports to the United States at a maximum and with 
a minimum adverse effect upon competitive U.S. industries. While 
this applied to all sensitive imports, particular concern centered upon 
the expanding exports of men’s finished slacks, suits, and sport coats. 
This problem of orderly distribution, steps to prevent a flooding of 
the market and the maintenance of reasonable price floors, has been 
the subject of official negotiations on many occasions during recent 
years. Our conversations followed within weeks upon the representa- 
tions made by Assistant Secretary of Commerce, Henry Kearns. 

In general, we found that the various trade associations, the 
Government, and the business community were more aware of the 
importance of control measures than may have been the case several 

ears ago. They are anxious to maintain a market in the United 
States and to insure this market are making efforts to establish 
voluntary quotas and to regulate price, quality, and distribution. 
The leaders of the industry pointed to such difficulties as controllin 
large orders placed by American retail chains and the problems o 
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controlling transshipments via Mexico or Canada. We were informed 
that the industry had agreed to a voluntary quota on men’s clothing 
and was negotiating with the Government on the terms of implemen- 
tation. Among other measures, the Japan Chamber of Commerce 
has recently enacted a “Japan Foreign Trade Charter,” or code, and 
actively is engaged in an educational program on the merits of orderl 

marketing. Through some trial and error during recent years I 
believe that methods of negotiation and regulation have now been 
developed which will be advantageous to both countries in the future. 

Several meetings were held with Japanese business leaders and 
American businessmen in Tokyo and Osaka. The Japanese business 
leaders included Mr. Heitaro Inagaki, president, Japan Foreign Trade 
Council; Mr. Kano Hironaka, chairman of the board, Japan Machinery 
Exporters Association; Mr. Teizo Horikoshi, executive director, 
Federation of Economic Organizations; Mr. Murata, of JETRO; 
Mr. Hajime a managing director, Japan Chamber of Commerce 
and Industry; Mr. Ichiro Terao, executive director, Mitsubishi 
Trading Co.; Mr. Hatsujiro Yoshida, president, Daito Woolen Spin- 
ning and en Co.; Mr. Usaburo Yoshida, managing director, 
C. Itch & Co., Ltd.; Mr. Fusao Yamaguchi, managing director, 
Mitsubishi Shoji; Mr. Shoichi Yasuda, managing director, Mitsui 
Bussan; Mr. Atsushi Ryujin, director, Japan Cotton; Mr. Juichi 
Tadahira, director, Nisshio Co.; Mr. Yoshimori Tanimoto, director, 
Marabeni-lida Co.; and Mr. Mitsuo Miyura, director, Toyo Menka. 

These discussions dealt aero with the two subjects considered 
above. In stating the case for Japan, a number of the Japanese 
emphasized the interdependence of the United States and Japan, 
particularly stressing the importance of sustaining trade at the maxi- 
mum possible level. Many of those present alluded to leftist pres- 
sures within Japan and the dangers that would result from a decline 
in the level of trade. They pointed out that in Japan as in the United 
States an action of slight economic significance could generate an 
extensive political reaction. Some of those present made mention 
of the steady rise in the standards of pve of the Japanese workers, 
the growth of a middle class, and pointed to the merchandise and 
customers in a typical Tokyo department store as evidence. This I 
witnessed and attest to the apparently large purchasing power of the 
average Japanese as well as to the wide selection of consumer goods he 
buys. Several of those present pointed out that while Japan sells a 
considerable amount of machinery to the United States, more machin- 
ery is imported from the United States than is sold. Likewise, while 
Japan’s exports of textiles to the United States have given intermittent 
cause for concern, Japan’s imports of cotton from the United States 
exceeds its exports of textiles. I received the impression that while 
an undercurrent exists which is sympathetic to increased trade with 
Communist China, there is a prevai opinion that the Red China 
market is vision and dangerous. The termination of trade by 
Communist China following the Nagasaki flag incident last year came 
as a revelation to many Japanese. 

A visit to the Kanebo textile mill in Osaka afforded a superb 
insight into industrial Japan. Two conclusions resulting from this 
visit have an immediate bearing on our future trade. First, the 
textile industry in Japan is not as “labor intensive” as we may have 
thought. While the cost of labor as a factor in production is not 
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comparable with labor in the United States for a number of reasons, 
the labore enjoys a very high standard of living in comparison with 
other countries of Asia. Secondly, in many respects the textile 
machinery and automation in Japan is comparable to or surpasses 
that of the textile industry in the United States, Britain, or Europe. 
What is true of the textile industry applies as well to other industries, 
not only in Japan but in other industrial countries. In addition to 
other aspects of competition, the United States is faced with increasing 
competition based on the quality of manufactured goods. Not only 
the United States but other industrial countries are confronted with 
the alternatives, on the one hand of withdrawing and isolating them- 
selves from the competition or, on the other, of making necessary 
domestic economic adjustments or multilateral agreements to meet 
the competition, recognizing the expanding worldwide market for 
manufactured goods. 


Recommendations 


1. The United States should continue its efforts, through the 
GATT, to encourage Japan t remove restrictions on imports from 
the dollar area as rapidly as the economic health of Japan will permit. 

2. The present criteria and procedure for determining when specific 
commodity imports into the United States constitute a threat are 
neither equitable nor adequate. This entire subject should be 
reviewed and fair criteria and procedures defined in legislation. 

3. Continuing efforts should be made to guide Japanese exporters 
in ways and means of orderly distribution in the United States. They 
are willing to cooperate. 

4. The United States should exercise its good offices in restoring 
normal and reasonable trade relations between Japan and the Re- 
public of Korea. ids 

5. The establishment of closer economic relations between Japan 
and the countries of south and southeast Asia not only is essential to 
the future economic health of Japan but can contribute to the eco- 
nomic development of these countries. While Japan is a trade com- 
petitor in the short run, in the long run the potentials for an expanded 
market in Asia are great. The United States should lend its support 
to those economic measures which would seem to benefit the United 
States and the entire region of the Far East and south Asia. Specif- 
ically, the United States and the Colombo plan nations do not 
necessarily have a monopoly on economic aid.and technical assist- 
ance in this region; Japan has technical skills and an increasing amount 
of investment aia which could and should be harnessed to the 
economic development of Asia. 


TaIwan 


My purpose in going to Taiwan was not only to look into matters 
related to trade. In the Republic of China we have an ally proved 
steadfast and determined in its opposition to the threat of Red China. 
In my conversations with President and Madame Chiang, the members 
of the Cabinet and the people of Formosa, I endeavored to give,some 
reassurance that the Congress and the American people support their 
cause, notwithstanding recent misguided murmurings of affection for 
Red China in some quarters. 
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In view of the heavy military burdens, the responsibility of support- 
ing large numbers of refugees from the mainland and the problems of 
economic reconstruction and development, our trade relationship can- 
not be viewed in normal terms. Indicative of the adverse trade 
balance, during 1958 exports amounted to $164 million as compared 
with imports amounting to $226 million (excluding military hard- 
ware). Of these imports, 38 percent were from the United States. 
Of this 38 percent economic aid shipments represented 24 percent. 
US. security interests will dictate famly large-scale military and eco- 
nomic aid for the foreseeable future. Since 1949 great gains have 
been made in basic economic development. To the extent that 
“‘Non-Aid” trade and private investment can be expanded, the burden 
of economic aid can be reduced. The Government of the Republic 
of China recognizes this and in a spirit of wholehearted cooperation 
has enacted an investment law, which is a model in Asia. Among its 
liberal provisions, the law permits foreign investors to freely remit all 
profits and interest earnings. The repatriation of capital is per- 
mitted at the rate of 15 percent a year after 2 years. The law pro- 
vides for a guarantee against expropriation for 20 years. Negotiations 
are in progress on the problems of double taxation. 

While these measures offer some encouragement for the future, the 
American businessmen contacted in Formosa were inclined ‘to be 
rather pessimistic, on the basis of their past experience. Several 
charged the Government with extreme interference in the conduct of 
business, whether domestic or foreign. Others charged that many 
Government officials were not interested in long-term development 
but in personal short-term profits. ‘There was general opposition to 
what was termed excessively high tax rates: Some were dGachteaged 
over the difficulty of finding and training technicians. One American 
manufacturer who had his plant closed by the Keelung city govern- 
ment had been fruitlessly trying for weeks to determine why it was 
closed and who in the Government could authorize reopening. Others 
pointed to the problem of the tendency of the Government to main- 
tain small industries in competition with private enterprise. Some 
cited the hazards of inflation and war risk. On the positive side, such 
factors were cited as the adequate labor supply, cheap and adequate 
electrical power, and some evidence that the Government is slowly 
becoming aware of the need for more positive support of private enter- 
prise. I believe that prospective American investors are entitled to 
a view of this variegated picture. If the Government is serious about 
long-term development of the island, drastic changes will have to be 
made in the treatment of foreign investors. The new investment law 
is a praiseworthy start. 


Recommendations 


1. Additional personnel should be added to the staff of our Embassy 
in Taipei for the purpose of trade and investment promotion. 

2. With the present freeze on Export-Import Bank loans, measures 
should be taken to rectify the anomaly of grants-in-aid with one hand 
while withholding trade credit loans with the other. 

3. In view of the large security and economic stake which the 
United States has in Taiwan; we should continue to urge the friendly 
Government of Nationalist China to institute practices conducive to 
expanded foreign private investment. 
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4. Approximately $6 million annually in the pockets of American 
tourists flies over or bypasses Taiwan in transit between Japan and 
Hong Kong. While I cannot recommend any specific measures that 
might be taken by the U.S. Government the increased travel to this 
scenically beautiful island following the establishment of jet-service 
tourism should prove a valuable source of foreign exchange earnings, 
hence eventually reduce the burden of U.S. economic aid. 


Hone Kone 


Hong Kong is an exception to the rule when considering most of 
our trade problems in Asia. U.S. exports and investments can be 
expanded almost at the discretion of the would-be American inves- 
tor. The trader in Hong Kong is not hampered by foreign exchange 
licenses, export licenses, tariffs, nor quotas. The investor is not 
hampered by governmental redtape, curbs on expatriation of capital 
and profits, nor by excessive taxes. Investment capital and a skilled 
or readily trainable labor force is available. There is little that the 
U.S. Government can or should do to aid in expanding trade and in- 
vestment in Hong Kong unless it might be to add personnel to the 
overburdened staff of the aominendak attaché at the consulate gen- 


eral in Hong Kong. Incidentally, it is gratifying to note that, of 
the U.S. Foreign Service personnel in this Crown Colony, 15 are versed 
in the Chinese language. 

The one trade question of some concern is the practice of erratic 
unloading of specific consumer Lae at low prices in the United 


States. This has become a problem as Hong Kong’s exports to the 
United States have skyrocketed during the last few years. (U.S. im- 
ports from Hong Kong have risen from $34 million in 1957 to about 
$98 million in 1959.) Tetperie from Hong Kong have included a wide 
range of commodities not particularly competitive with U.S. manu- 
facturers, such as toys, small plastic items, glass flowers, special 
types of oriental furniture, ete. These have not constituted any 
= problem. The rapid development of the textile industry in 

ong Kong, however, has had a disturbing impact upon some seg- 
ments of the textile industry in the United States. 

The Departments of State and Commerce have attempted to secure 
the same type of regulation and orderly distribution over these exports 
as has been done by the industry and Government in Japan. Assist- 
ant Secretary Henry Kearns had completed his negotiations in Hong 
Kong just prior to my arrival. In my meetings I supported the posi- 
tion taken by the Department of Commerce. Unfortunately, the 
Hong Kong Government is not disposed to regulate textile exports 
except to the United Kingdom. While there is some merit in their 
argument that Hong Kong is prosperous because the economy is not, 
shackled by governmental controls, nonetheless I believe this is not 
the whole story. Moderate controls over distribution in the United 
States and quotas on some few export items could insure a continuing 
volume of trade with a minimum of repercussions in the United 
States.. Notwithstanding the lethargy of the Government, while I 
was in Hong Kong some 34 of the major textile manufacturers de- 
cided to support the establishment of Yoliiitas'y controls. I found no 
substance to rumors that Japanese textile manufacturers were cir- 
a Japan’s voluntary quotas by establishing plants in Hong 

ong. 
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Apart from matters of trade, while in Hong Kong I discussed some 
aspects of our relations with Red China.. Hong Kong is one of the 
sounding boards for developments on the mainland and I found Consul 
General Holmes and his staff to be extremely well informed on these 
developments. I will not itemize my conclusions here except to say 
that had we not remained firm in our determination to defend .the 
coastal islands of Quemoy and Matsu from Communist domination, 
in all probability today Hong Kong would be under the domination of 
Red China. Our “hlenes on trade with Red China is being effec- 


7 enforced through a system of “certificates of origin’ adminis- 
ter 


by the Government of the Crown Colony. 


VIETNAM AND CAMBODIA 


My short visits to Saigon and Phnom Penh permitted only a brief 
survey of trade questions. Both of these countries are at a stage of 
economic development requiring either large-scale external aid or 
expanded foreign private investment. Having predominantly agri- 
cultural economies, the need for investment in a wide range of light 
industries is great. As with many other countries of Asia and Africa, 
both Vietnam and Cambodia suffer from a misguided emphasis upon 
state economic enterprises, rigid economic controls, and suspicions 
that foreign private investment is synonymous with what they for- 
merly knew of Colonialism. Our economic aid and the aid of other 
countries is particularly useful in developing those elements of the 
economy which ordinarily would not be undertaken by private enter- 
prise. This leaves a near vacuum in the area of economic activity 
which can best be undertaken by private capital, know-how, and 
initiative. 

In Vietnam (and the same is generally true with Cambodia) the 
outlook is pessimistic for expanded trade outside the mantle of U.S: 
aid. About 68 percent of all imports (in 1958) were from three 
countries; the United States, France, and Japan. Trade with West 
Germany is increasing while trade with France is dropping off. Indi- 
cative of the extremely disadvantageous balance of trade position, in 
1958 Vietnam’s exports were valued at $57 million and imports at 
$233 million. The export earnings were primarily from sales of rice 
and rubber. Only about 15 percent of U.S. trade is outside the aid 
mantle. Approximately two-thirds of the current budget is supported 
by our aid. The prospects for larger U.S. exports are clouded by the 
oe of dollars (reserves are largely in French francs) ; the presence 
of established traders or conversely the lack of established U.S. firms; 
the lack of knowledge of the French language on the part of American 
businessmen; failure of American businessmen to publish their trade 
literature in French, and the complexity and inequity of the multiple 
exchange rate system. 


Recommendations 
1. That consideration be pe to assigning additional trained 
personnel to the Embassy staffs in Saigon and Phnom Penh,for trade 


and investment promotion. 

2. That the committee examine the merifs of modifying present 
procedures in awarding import contracts under the aid program to 
give greater weight to the establishment of trade ties; that the com- 


52019—60——8 
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mittee explore the possible advantages of eliminating customs levies 
(U.S. counterpart) on U.S. aid imports when such procurement is 
from the United States. 

3. That U.S. commercial libraries in these countries be translated 
into French. 

4. That the committee examine ways and means of U.S. assistance 
in maintaining maximum exports of rubber and rice from Vietnam 
and Cambodia. The problem of holding up the price and world 
market for raw rubber applies to a number of developing countries. 
I cannot recommend solutions but do believe that imaginative, con- 
certed action by the more developed countries may lead to the appli- 
cation of some constructive measures. 

5. As with Taiwan, the United States should lend its encouragement 
and assistance to expanded tourist travel. 


INDIA 


Due to plane delays I was required to cancel appointments with 
business and industrial leaders in India. In view of the tremendous 
importance of expanding trade and investments with India, it would 
be advantageous if a member of the committee could spend several 
weeks devoted exclusively to an examination of trade and investment 
prospects in India. 

IsRAEL 


During the 3-day visit to Israel, extensive briefings were given to 
the trade mission by the U.S. Embassy officials concerning the struc- 


ture of the Israeli economy—its mary sega mining, industry, 


finance, economic development, and trade. eetings were also 
scheduled with the Foreign Ministry, the Ministry of Trade, the Prime 
Minister’s Office, and many private businessmen. 

The Israeli economy is known as a labor economy because of the 
substantial controls exercised by the labor movement, the collective 
agreements made, and the productive facilities maintained by the labor 
unions. Eighty-five percent of all Israeli workers including agricul- 
tural workers are union members. The present wage structure has 
been steadily influenced by the attitudes of the membership which 
voted for very small salary differentials between their lowest and 
highest skills. In the formative years of the State, all workers were 
interested in the welfare of the State and wages were nearly the same 
for all skills. Now that the State is viable, emphasis is being placed 
on the maintenance of skills and the development of such other skills 
as might benefit the future economy, 

In such a short visit it was impossible to get anything but a bird’s- 
eye view of the various sectors of the economy but the overall impres- 
sion obtained was one of dynamic expansion and optimism for con- 
tinued expansion in the future. 

In the small State of Israel of scarcely 8,000 square miles nearly 
1 million acres are under cultivation. Pind al agricultural crops 
comprise citrus fruits, vegetables, wheat, and barley. The Govern- 
ment’s agricultural policy is to settle as many people on the land as 
possible on the various cooperatives owned collectively by the settlers 
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or farmed by the State. The trade mission was told repeatedly that 
the purpose of the Government was to expand production of food, 
industrial crops, and livestock so that by the end of 1960 the economy 
would be self-sustaining in foodstuffs with the possible exception of 
grain imports. 

One big problema in agriculture was the supply of water through 
pipeline construction, new dams, and well-drilling operations so as to 
increase the total amount of land under cultivation. In line with the 
agricultural policies and settlement of immigrants on the land has 
come the establishment of agricultural schools and colleges, subsidies 
for new crops, and marketing programs for such crops either locally 
or overseas. 

Mining is in the infant stage except for the commercial production 
of potash at the Dead Sea, um in the Jordan Valley, small quan- 
tities of copper at Eilat, and phosphates, clay, and sand in the Negev. 
Other minor minerals and raw materials are found in substantial 
quantities and are presently being used in building materials. 

Israeli industry is classified mostly in the light category, such as 
food processing, textiles, production of cement, ceramics, glass, and 
some other industries, which must rely almost exclusively on imported 
raw materials. The Israeli Government’s encouragement of industrial 
development has taken a number of forms including high protective 
tariffs, import quotas, special loans and tax benefits, export premiums, 
and some direct governmental participation in the establishment of 
new plants. Approximately $300 million of foreign capital, mostly 
from the United States, has been invested in industry in Israel since 
1948. Lately the investment program, especially in industry, has 
been encouraged by a new law for the encouragement of capital invest- 
ment. Under this law, liberal depreciation allowances are given: addi- 
tional tax benefits, tariff concessions on imports, and unrestricted 
transfer of profits. 

As noted later, the State of Israel has consistently run large deficits 
in its balance of payments because its import requirements are large 
and the exports of this developing country are rather small. The 
deficit has been made good in large part by the contributions of inter- 
national Jewry, by U:S. grants-in-aid, and by exports from Germany 
paid for by the Reparations Agreement of 1953, which will run until 
1964. Further assistance is being rendered under the United Jewish 
— by the floating of bond issues abroad, especially in the United 

tates. 
MR. P. SAPIR, MINISTRY OF COMMERCE 


Mr. Sapir stressed the continuing trade deficit, which in 1958 was 
$260 million and approximately the same in 1959, as the basic economic 
problem of Israel. This deficit was covered by private transfers of 
cash and loans from overseas and also reparations from Western 
Germany. He was thankful for the receipt of foreign exchange from 
abroad which has averaged around $350 million caring the past 6 
years. He stressed the need for Israel to expand sales in foreign 
markets. From its inception in 1948 the Government of Israel was 
interested in establishing “production”’ facilities because of the enor- 
mous need of consumer goods as well as the necessity of supplying 
employment and training facilities for the large number of immi- 
grants. The time had now arrived for stressing ‘“export’’ facilities 
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since the Israeli Government had reached the point where it was 
possible to inelude a minimum of 25,000 immigrants per year as part 
of its overall economic program without dislocating the economy too 
drastically. 

The availability of technical experts and know-how for the pro- 
duction of items much needed in the Middle Eastern area was noted. 
However, since the Arab world was most unwilling to accept Israeli 
goods, market outlets had to be sought further afield. This was 
being done in Western Europe, North erica, and west Africa and 
also in south Asia. 

Mr. Sapir stressed the value of the United States as an export 
market for Israeli goods, such as diamonds, cotton clothing, and 
books. Other items, such as citrus fruits and textile manufactures, 
were exported primarily to Western Europe. Total foreign exports 
in 1958 amounted to $142 million, of which total the United States 
took $19.4 million. 

Imports in 1958 amounted to $134 million, nearly three times the 
value of total exports. As mentioned above, the trade deficit was 
covered by transfers of foreign funds. Imports comprised consumer 
goods, raw materials, investment goods, fuel, and lubricants. Israeli 
imports from the United States were grains, machinery, soybeans, 
iron and steel, and chemicals. Mr. Sapir expressed his thanks for 
the assistance of the junior Senator from Pennsylvania in having 
certain U.S. funds cleared for disbursement in Israel. 


MR. D. HOROWITZ, BANK OF ISRAEL 


The president of the National Bank of Israel stressed three things: 
namely, devaluation, defense, and development. As the chief Gov- 
ernment banking official he denied devaluation rumors, but granted 
that the possibility of such devaluation would naturally cause concern. 
Already Israel was experiencing difficulty in exporting certain agri- 
cultural products, such as chickens, citrus, and fruit preparations. 
Textiles were also occasioning concern and a cut in the working hours 
in the textile industry was in the offing. 

Although he could not, discuss the defense budget he felt that a 
small nation of scarcely 2 million people was “saddled” with extra 
expenditures merely to maintain its independence, the more so since 
they were unable to buy defense materials from the United States, 
let alone receive defense aid free. 

Insofar as development funds were concerned he was most optimistic 
that the United Jewish Appeal would continue to be successful in the 
sale of Israeli bonds, yet by 1964 many of those bonds would become 
due and provision would have to be made for their repayment. Dur- 
ing that year, also, the German reparations in the form of railway and 
other industrial equipment would begin to taper off and Israel would 
then have to expend cash for basic transportation and industrial 
equipment. 

He noted that Israel would soon conclude a doubie-taxation agree- 
ment with the United States and hoped that other taxation problems 
could be settled as amicably as this one. 

At a dinner meeting with Mr. Tsur and Mr. Bartur of the Foreign 
Office, discussions were held about Public Law 480 programs in Israel 
under which exports of title I assistance for Israel totaled $131 million. 
In addition, Cooley amendment loans totaled $9.2 million. These 
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loans were being used primarily for small businesses but there was 
— need for an increased supply of money to expand such businesses. 

he real purpose of the discussions was centered on the Israeli promo- 
tion of trade, and the technical assistance given to Africa generally, 
such as Ghana, Liberia, Nigeria and Sierra Leone. Great success 
had been obtained in extending a $20 million credit to Ghana with 
services to be provided by Israeli experts. Several Israeli delegations 
were being sent out, not only to Africa but also to the emergent coun- 
tries of southern Asia. A fervent hope was expressed that sooner or 
later the same kind of expert delegation could be sent to various Arab 
countries with resultant benefits to both sides. 


MR. ABBA EBAN 


During a delightful meeting with Mr. Abba Ebanm (former Ambas- 
sador from Israel to the United States), much was divulged about the 
Weizmann Institute as well as the Technion Institute in Israel, at 
which places many future scientists were being trained. Ambassador 
Eban’s great talents are now available to the Prime Minister as a 
member of the new cabinet. 


MR. BEN GURION 


The highlight of the visit was the meeting with the Prime Minister. 
His primary concern was with the defense of this little country, the 
only democracy in the Middle East, against overwhelmin odde and 
the enormous expenditures to maintain its independence. He seemed 
somewhat pessimistic about the future possibility of surviving a 
massive attack if waged with support of Israel’s enemies by a major 
power and wondered whether the United States could not relax its 
prohibitions against the sale of defense materiel to Israel. He was 
most thankful for the assistance rendered by the French nation to 
maintain Israeli independence. He further stressed the opportunities 
in Israel for American investment and the continued participation of 
Americans in the United Jewish Appeal. He felt that the United 
States, in being instrumental in setting up the Jewish nation, should 
consider her in the form of a godchild, and continue to give assistance 
until the young nation could stand on its own feet. Prime Minister 
Ben Gurion stated that good relations with the United States were at 
an alltime high. 

MR, E. ELIAV 


The head of the U.S. section of the Israeli Foreign Office with 
his confrere, Mr. Ashter, were very optimistic about Israel’s mem- 
bership in GATT and the concessions to be obtained under the new 
round of tariff negotiations pense for 1960 and 1961. Much dis- 
cussion followed concerning the possible joinder of Israel in the OEEC 
and the benefits to be obtained from this larger trading organization. 


MR. ARANNE, GENERAL YADIN, AND GENERAL WEIZMANN 


Discussions with these three tremendously able men after a dinner 
at Ambassador Reid’s residence concerned technical and higher edu- 
cation in Israel, manpower for the army, and the needs for defense 
equipment. 
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Recommendations 


1. It is evident that U.S. official commercial representation could 
be expanded to take advantage of the many trade and investment 
leads. 

2. Special discussions should be held to define the spending of the 
extensive holdings of local currencies which the United States has in 
Israel. In connection with this discussion it might be advisable to 
stress the need for offices and additional personnel in connection with 
our own Public Law 480 programs. 

3. Continued grants-in-aid seem to be indicated to finish the large 
number of programs, some of which are half completed. 

4. Efforts of the United Nations Conciliation Commission should 
be continued to settle the refugee problem in the Gaza Strip, the 
cessation of hostilities on Israeli borders and the useful utilization of 
the Jordan waters. 

5. An effort should be made to facilitate the full membership of 
Israel in the GATT and assistance toward the progressive relaxation 
of her various trade restrictions. 

6. Continued efforts by U.S. businessmen toward the establishment 
of new small businesses might utilize many of the efficient skills avail- 
able in Israel. 

7. Added attention might be paid to the Israeli efforts to obtain 
technical assistance agreements with underdeveloped areas in such 
fields as water development programs. In fact the utilization of 
Israeli experts in other U.S. technical and development assistance 
programs could be stressed. 

KENYA 


Highlight of the visit of the trade mission was an excellent briefin 
session at the home of Mr. Dudley Withers, the U.S. consul general, 
who provided an extensive coverage of the political, commercial, and 
agricultural position not only of Kenya, but of the whole East African 
Commission territory. 

For east Africa the balance of trade during 1958 and the beginning 
of 1959 was assuming a favorable status. However, prior to 1958 the 
trade deficit had averaged around 15 to 20 million pounds sterling. 
Insofar as Kenya itself was concerned, the trade deficit was quite 
large, averaging nearly 30 million pounds sterling due to the fact 
that increased imports concerned mostly large-scale industrial equip- 
ment. 

East Africa’s imports of American goods averaged around 3.6 million 
pounds sterling, whereas exports from this area to the United States 
averaged around 15 million pounds sterling. 

Our exports into Kenya have svewairell approximately 3 percent 
of total imports into east Africa as compared to other trade percent- 

es: United Kingdom, 37 percent; Japan, 9 percent; Iran, 7 percent; 
West Germany, 6 percent. France is rapidly increasing its exports 
to Kenya due mostly to increases in the sales of automobiles, wines; 
and spirits. 

U.S. exports to Kenya consist mostly of lubricating oils, construc- 
tion and mining machinery, tractors, industrial equipment, passenger 
cars and trucks, aircraft, agricultural machinery, and all kinds of 
pesticides. 
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Our imports from east Africa in 1958 were approximately 13 percent 
of total exports from the area. The United Kingdom took 27 percent 
and West Germany 15 percent. Our imports consisted of coffee, tea, 
sisal, pyrethrum, hides and skins, wattle-bark extracts, and fancy 
carved articles of wood. 

In discussions with the consular staff and officials of the East Africa 
High Commission, as well as with the Minister of Commerce and 
Industry, much information was elicited as to the state of economic 
development of the area. It was noted specifically that the three 
countries of east Africa, comprising Kenya, Uganda, and Tanganyika, 
have experienced rather rapid economic growth, particularly during 
the last 6 years. The population of the area consists of just over 20 
million people with an annual income of approximately $58 per head, 
which is below the average for the rest of the African Continent. 

This territory is considered an underdeveloped area and depends 
for its national income and well-being on the production of exports of 
* primary products, as well as a capital inflow from overseas, primarily 
from the United Kingdom. East Africa, however, depends largely on 
the export of a few major agricultural products and is, therefore, 
peculiarly vulnerable to fluctuations in the world prices of these com- 
modities. The major commodities produced for export are coffee, 
cotton, sisal, oil seeds and nuts, tea, hides and skins, animal feeds, 
wattle-bark extracts, cashew nuts, and pyrethrum. Its agricultural 
commodities comprise over 80 percent of the area’s total exports; in 
fact, British east Africa is the world’s largest producer and exporter of 
sisal and pyrethrum, and a very sizable Commonwealth exporter of 
coffee and cotton. Minerals exported include diamonds, tin, gold, 
and lead ore. 

Climatic and soil conditions are such that agricultural production 
is rather low. The problems are further complicated by the high cost 
of rail transport, long hauls, and older rolling equipment. Road trans- 
port is also somewhat inadequate. The high cost of road construction 
mitigates against cheaper prices. 

Since the greater majority of the Africans are unskilled agricultural- 
ists and pastoralists, much greater efforts will be needed to expand 
agricultural production. The education of the uneducated and 
unskilled Africans in the use of manures, fertilizers, seeds, conserva- 
tion, and other modern farm practices is being pushed by the state 
governments. 

Additional to the agricultural problem is the problem of land tenure, 
not only in the isolated white areas but also in the African reserves. 
Severe population pressures and the fragmentation of land holdings 
have resulted in much discontent among the African tribes. There is 
also need of much technical education to supply skilled industrial 
labor as low wages and low living standards seem to be the order of 
the day. Out of the total population scarcely 1.2 million, or 5 percent, 
of the people are employed for wages. The British east African econ- 
omy may be characterized by a basic poverty which is high even when 
compared with other densely populated areas of Africa. Thus is seen 
the familiar cycle of poverty, low income, low purchasing power, 
limited markets, limited investments, and low productivity. 

An attempt to solve these problems by large-scale aie develop- 
ment programs is being made in agriculture and the cultivation of 
crops for profit. Development plans have been placed in the hands of 
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the East African High Commission and are concentrated on transport 
and communications, electrical power, agriculture, natural resource 
development, urban development, water supplies, education, and 
health. Roughly 10 percent of the total income of the area has been 
devoted to these plans. 

The trade mission discussed the U.S. relations with east Africa as 
a whole. The economic aspects of our relations comprise trade, 
private investment, technical and economic assistance under ICA, 
Insofar as trade is concerned, we were told that our exports to east 
Africa until very recently had been severely limited by the existence 
of dollar import controls. Essential goods not obtainable in the 
sterling area and the OEEC countries could be obtained from the 
dollar areas and consisted mainly of agricultural and industrial 
machinery and equipment, lubricating oils, motor vehicles, and 
unmanufactured tobacco. 

Our investments in east Africa have been rather small except in 
some branches of oil companies, agricultural machine companies, 
and some insurance companies. It was noted also that several 
American shipping companies have connections with the main 
importers and the local agencies of American companies which sell 
their products throughout east Africa. Significant was the fact that 
many American companies located in the sterling area are actuall 
supplying these British areas with products and brand names alk 
known in the dollar area. In this connection goods from America 
will no doubt be sold in larger quantities as a result of the recent 
liberalization of dollar controls. 

Our consular officials and private businessmen told us that, in the 
absence of exploitable deposits of minerals, there were rather few 
investment opportunities of real interest to American businessmen 
unless they were interested primarily in opening trade channels or 
producing for the local market. 

Insofar as technical and foreign aid assistance to the area is con- 
cerned, it should be noted that a sizable amount of sterling counter- 
part funds from the United States has been expended in this area— 
$6 million. Direct dollar aid of $11.9 million was also disbursed. 
In general, technical assistance in large measure was given before 
1954. This assistance was given to Kenipal and Uganda and on 
behalf of the East Africa High Commission. Our technical assistance 
obligations to the end of fiscal year 1959 amounted to $455,900 to 
Uganda, $785,963 to Kenya, mil $6,265 to Tanganyika. Assistance 
has been mostly for African agricultural development and training, 
for African road supervisors, African training centers, community 
development, as well as assistance to small African traders. In 
addition, we gave technical assistance to various technical institutes 
for trade-school development and for staff to be provided by certain 
American institutions. 

The ICA program during fiscal year 1960 will consist of a number 
of technicians in various fields, such as agricultural credit, agricul- 
tural economics, community development, agricultural training, and 
technical and trade training. Certain American animal-disease 
experts have also been assigned to the area for a limited period of 
tame. 

Among the main reasons given for the diminution of U.S. sales to 
east Africa are the following: 
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(a) Agricultural machinery of American design is being produced 
in the United Kingdom and South Africa and imported at lower 
prices than the American products. 

(6) European manufacturers are competing in quality and design 
with American products and also with machinery and products 
— by the subsidiaries of American manufacturers located in 

urope 


(c) American prices for competitive goods were somewhat higher 
than European _—— 

(d@) Durmg World War II dollar exchange restrictions came into 
being and because of this prohibition of American goods continental 
products became known in east Africa. The absence of American 
goods was due primarily to this type of restriction and should be 
remedied under the new exchange liberalization program. 

(e) The east African market is rather small and with the small 
disposable income available to the African traders and businessmen, 
a sufficiently large quantity of goods has not been moved into the 
area. At the same time there have been many complaints as to the 
servicing and availability of parts for American machinery. 

(f) Many east African companies have local franchises from Ameri- 
can companies, but somehow these connections have not lived up to 
their expectations. 

The U.S. commerce mission has been scheduled tentatively to visit 
east Africa during December 1960, and the arrival of this trade 
= will stimulate increasing interest in trading with the United 

tates. 

Among the important interviews were the following: 


MR. E. B. DAVID 


Mr. David is the administrator of the East Africa High Commission 
and outlined in brief the needs of east Africa for development funds 
and the education of the African population in new agricultural 
methods; the need of technical schools; and the probable solution of 
land tenure for the Africans (a sore point) by the subdivision of 
unused lands in the white areas. 


MR. ARTHUR HOPE-JONES 


Mr. Hope-Jones is the Minister for Commerce and Industry for the 
Kenya Government and gave a brief résumé of the difficulties en- 
countered by the commercial community of Kenya in their trade 
relations with the United States. He stressed the ties which the 
original settlers had with Great Britain, the large increase in immi- 
gration from European countries which had to be assimilated into 
the economy, and the rising tide of African nationalism with the 
resultant effects on land tenure. 


Recommendations 


1. The status of the ICA administrator should be clarified as soon 
as possible; either by being recognized on his own or being made 
part of the American consulate general, with the rank of consul, so as 
to obviate the anomalous position he occupies at present. This 
clarification of status seems to be most important before profitable 
results can be expected. 
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2. Note should be taken of the need for commerical personnel in our 
representation to take care of the commercial and investment leads 
which seem to be available. 

3. Note should be taken of the lack of response by American busi- 
nessmen to trade inquiries from the general area. Has there been a 
decline in the American nose for business, or is the American busi- 
nessman doing so well at home as to be disinterested in foreign markets? 

4. A wide dissemination of the investment and trading possibilities 
of east Africa should be made available by the Commerce Depart- 
ment in Washington, D.C., because of the expectation for increased 
trade with the dollar area following the sterling-liberalization program. 

5. As a result of a visit with Mr. Gikonyo Kiano, of Kenya, one 
of the noted African leaders, it seems advisable that greater cognizance 
should be taken of the aspirations of African leadership for increased 
scholarship grants for their peoples in the United States and in- 
creased assistance to the technical institutions in the area. 

6. A compilation of local laws dealing with foreign firms, taxes, 
labor rates and laws, investment taxes, and other pertinent financial 
and commercial data not readily available from the U.S. Department 
of Commerce might be welcomed by our American businessmen. 


FEDERATION OF RHODESIA AND NYASALAND 


The visit to the Federation was of short duration since the trade 
mission arrived late Friday evening and left on Sunday morning again. 
Thus all appointments were crammed into Saturday. 

The Federation has made extraordinary economic progress since 
1954 and its rate of economic growth has been one of the highest in 
the world. As the world’s second largest supplier of copper, it is also 
an important source of other mineral and agricultural commodities, 
such as tobacco, tea, asbestos, gold, and chrome. Industry has grown 
phenomenally and the Federation stands next to South Africa as the 
most advanced manufacturing nation on the continent of Africa. 
We were told that the economy was expanding at an impressive rate. 
This impression was borne out by our discussions with the tobacco 
and copper producers, as well as during a dinner with some of the 
foremost business, banking, and mining leaders in Salisbury. 

The Federation depends heavily on foreign capital and assistance 
to finance its economic development. During the past few years the 
United Kingdom has furnished the bulk of the development funds but 
the United States is beginning to contribute heavily to the area’s 
economic advancement through both public and private channels. 
Since World War II the U.S. Government has loaned this area almost 
$63 million, and the International Bank for Reconstruction and Devel- 
opment has loaned the Federal and Territorial Governments a total 
of $122 million. These loans were primarily for the expansion of 
electrical production by the building of the famous Kariba Dam. 
American businessmen have also found the Federation to be a profit- 
able source for mining investments and have expended around $200 
million for such purposes. 

In addition to the great problem of race relations, which is common 
to all the “‘settler’’ countries of Africa, the main problem deals with 
economic development. The Government is following a program of 
so-called partnership by assisting the Africans in their economic 
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development by allowing them certain additional lands and assisting 
them in the production of profitable crops, such as tobacco and tea. 

The United States is the Federation’s third most important trading 
partner, being preceded by the United Kingdom and the Union of 
South Africa. Our imports approximate 10 percent of their total 
exports which are averaging around $450 million per year; and we 
are supplying approximately 4 percent of their total imports of around 
$500 million per year. 

The principal U.S. exports to the Federation comprise tractors, 
agricultural, industrial and mining machinery, motor vehicles, lubri- 
cating oils, fertilizers, and wrapping paper. The U.S. imports from 
the Federation are copper ores and concentrates, chrome, beryl; 
manganese, tantalum, lithium, ferrochrome, cobalt, and crude 
asbestos. 

At the moment the Federation has a four-column tariff under which 
eee rates are granted to the British Dominions and other 

ritish areas. As a member of the sterling area, it has also restricted 
its expenditures of hard currencies for nonessential dollar imports by 
placing such imports on a restricted list. However, this list has been 
progressively reduced and may eventually be eliminated. 

Insofar as investments are concerned, the Federation is most 
anxious to obtain additional investments so as to continue its rapid 
rate of industrial growth. Lately the United States concluded a 
double taxation agreement with the Federation and eliminated the 
last remaining restrictions on repatriation of dollar investment capital. 

The South African and Federation Governments are in process of 
negotiating a new trade agreement and the United States is vitally 
interested in this agreement insofar as it concerns new opportunities 
for expanded U.S. commercial relations with both countries. 
Important meetings were held with the following personalities: 


R. C. MACFARLANE, ACTING SECRETARY OF THE FEDERAL MINISTRY OF 
COMMERCE AND INDUSTRY 

























Discussions concerned the investment. climate for American private 
or risk capital in the Federation and the trade mission was assured 
that under existing agreements there was no limitation as to the 
repatriation of profits; that opportunities for new investment were 
increasing and would expand as soon as the new grid from the Kariba 
Dam electricity scheme was connected with the Salisbury area. 

The Acting Secretary drew attention to the fact that as one of the 
world’s foremost producers of tobacco, representations have been 
made by Rhodesian producers and marketing associations against the 
practice of the United States of selling Public Law 480 tobacco in 
certain areas which the Federation considered as favorable markets 
for its products. He stated that these areas included Indonesia, 
Spain, and a few other places where the U.S. sales of surplus tobacco 
have made it extremely difficult for Rhodesians to continue their 
sales. To offset this critical attitude it was pointed out that the 
Federation’s sales of tobacco were at a world market. price—which 
market price was high due to the support price in the United States. 
In addition, it was ascertained that the displacement of Federation 
tobeqn sales was so minute as not to affect their total sales in the 
world. 

When a question of subsidies came up, the trade mission was told 
that little tobacco in the Federation was raised under any such pro- 





20 FOREIGN COMMERCE STUDY--ASIA AND AFRICA 


am, but subsequently it was learned that the Land Bank had 
facilitated certain loans to tobacco producers in northern Rhodesia, 
that railway transportation subsidies were allowed so that tobacco from 
northern Rhodesia could be sold in Salisbury; and, finally, that a 
built-in marketing area had been given to the Federation through the 
tobacco marketing agreement with Great Britain. In other words, 
it was felt that "Rhodeaa was in a favorable position insofar as its 
major agricultural crop was concerned vis-a-vis American competition 
in world markets. 

Among other items the Acting Secretary also mentioned the per- 
centage of production by the African people and moves that with the 
plans under way by which the African farmers would be taught better 
methods of producing high-class tobacco, as well as the availabilities 
of small subsidies for fertilizers, the Federation tobacco crop would 
be increased in the future. 


A. H. PHEAR AND W. MARGOLIS 


An interesting time was spent at the Tobacco Producers Board, 
Ltd., with the two executives concerned with tobacco production and 
marketing. Both men were most enthusiastic about future prospects 
of production and sales, but voiced the difficulties which they felt 
were being encountered by Public Law 480 sales of surplus tobacco 
by the United States. Again these difficulties were discussed in detail 
to the mutual satisfaction of both parties, and both men seemed to 
feel that their fears were unfounded. Labor rates, availability of 
skilled labor, land tenure of African farmers, assistance rendered 
white farmers, and other problems of the tobacco industry were 
discussed in great detail. 

REG FINN 


An intensive discussion was held with the administrative vice 
president of the Rhodesian Selection Trust concerning the production 
of copper in northern Rhodesia, labor rates, world competition, 
markets in Europe, tariff rates by the United States, stockpiling 
program by the U.S. Government, and other problems concerning 
the supply of copper ores, copper blister and regulus, as well as 
potential competition offered by copper and brass mills and wire mills 
in Europe and Japan to American domestic mills. The problem 
of copper was so important that in the evening Mr. Vere, assistant to 
Mr. Finn, came over to the hotel where the trade mission was located 
and discussed for several hours other aspects of this industry. The 
factor of tariffs and excise taxes seems to be the biggest problem 
insofar as the export of copper to the United States was concerned. 

Noteworthy was the luncheon engagement after all the offices and 
shops were closed on Saturday. Present were the governor of the Bank 
of Rhodesia and Nyasaland, the president of the Farmers Union, the 
tobacco-research counsel, various directors of agricultural and com- 
mercial banks, and several presidents of American organizations and 
subsidiaries. The discussion lasted for several hours concerning trade 
difficulties in the future as well as opportunities for American invest- 
ment and the supply of technical and managerial talent for new 
ventures in the Federation. 

Another interesting meeting was with several African leaders. 
They were Mr. Mwamuka, president of the African Chambers of 
Commerce; Mr. Samuriwo, member of the Federal Parliament and a 
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leading African businessman; and Mr{Chiweshe, the secretary of the 
African Chambers of Commerce. These men advanced the thesis 
that if the Africans could achieve possession of the land which they 
farmed, much greater production would follow. At present they were 
not able to get title to the land on a freehold or leasehold basis. The 
opportunity of buying land or other eed in the Federation would 
be much appreciated as that would create a feeling of belonging as well 
as pride of ownership which would tend to make capone’ ricans 
feel that they are really achieving the “partnership” which the Gov- 
ernment had in mind. One great need was also stressed; namel 
the availability of a land bank from which the African farmers veld 
borrow small sums for fertilizers and implements on the basis of future 
production. The availability of such money would add immeasurably 
to their production, not only of foodstuffs but of cash crops so as to 
raise their own standard of living. 


Recommendations 
1. A complete story of the Rhodesia tobacco industry, production 


and markets, and sales agreements, from the icultural officer in 
Salisbury, might clarify the situation for the Nesleattada of Agri- 
culture in Washington, D.C. 

2. An expansion of our commercial representation, so as to take 
note of all possible leads in commercial and investment opportunities, 
might be useful. 

3. Greater propaganda concerning the U.S assistance, especially 
technical assistance in all spheres, might prove to be profitable. 

4. U.S. assistance to the multiracial university at Salisbury, or, at 
least an exchange program, might prove most beneficial. 

5. Greater dissemination of data concerning the future possibilities 
of the Federation by the U.S. Department of Commerce might prove 
useful to U.S. manufacturers and businessmen in their planning for 
future operations. 

6. It might prove beneficial for American consular officials on the 
spot to uke a comprehensive statement on business taxes, employ- 
ment regulations, labor rates, land taxes, tariff rates, railway-trans- 

ortation charges, franchise laws, and other important facts for U.S. 
gr The availability of such data in compact form in 
addition to the commercial facts readily obtainable from the U.S. 
Department of Commerce might result in large-scale increases of 
our trade with the Federation. 


\Unton or Sout Arrica 


The trade mission spent the period from December 13 through 22 in 
the Union of South Africa. In appointments with Government 
officials and businessmen in Johannesburg, Pretoria, and Capetown, 
many inquiries were directed to the trade mission concerning U.S, 
objectives regarding South Africa. On the sensitive question of race 
relations, the Indian question and the general “apartheid” policies 
of the South African Government, no opinion was expressed. Time 
and again the trade mission asserted that its primary function was 
merely to check on United States-South African trade relations and 
the possible expansion in the future. However, in discussions with 
businessmen and during interviews with the English and Afrikaans’ 
press a clarified statement was made as regards U.S. objectives. 
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It was stated categorically that South Africa and the United States 
have traditionally maintained friendly relations and it was hoped that 
South Africa would continue to look to the United States for leader- 
ship in free world affairs. U.S. basic objectives were stated as assist- 
ing in the maintenance of economic stability and progress in the 
Union. In order to emphasize the desirability of continuing friendly 
relations with South Africa, attention was drawn repeatedly to the 
strategic importance of its geographical location and its position as a 
producer of raw materials—uranium, chrome, manganese, gold, wool, 
and fruit. Insofar as trade was concerned, the consensus was that 
American-South African trade relations had been profitable in the 
past and hope was expressed that the same conditions would obtain in 
the future. As it was, South Africa was offering U.S. businessmen a 
most favorable investment climate and this situation augured well 
for future investment of American risk capital. 

The South Africans noted with pride the absence of any American 
grant aid to the Union. Such assistance as was accepted came in 
the form of loans through the Export-Import Bank to various 
gold-mining companies for the extraction of uranium and also the 
Electrical Supply Commission for the expansion of electricity for use 
in uranium plants. South Africa also has a mutual defense assistance 
agreement with the United States but does not get any war materiel 
except on a cash basis. Another agreement of cooperation concerned 
the use of atomic energy, but here it was noted that a grant for 
$750,000 for research in “‘atoms for peace” was refused on the grounds 
that there were “strings” attached to this money—namely, that 
the reactor had to be bought in the United States. As part also 
of this agreement the United States has undertaken to purchase 
uranium oxide in the Union and has an agreement for the buying 
of this commodity until 1962. A question asked repeatedly was 
whether the United States would continue to buy uranium oxide in 
the Union or whether this contract would be reduced in quantity, 
but no definitive answer could be given. 

In general, the feeling as regards trade relations was that U.S. trade 
performance in South Africa has been somewhat of a disappointment. 
The total level of imports into South Africa was controlled by licensin 
agreements under which exchange allotments are given to registere 
importers in Africa for certain categories of goods. This import- 
control system has been progressively relaxed, so as to permit of a 
larger increase in total world imports. - 

The Union of South Africa represents the largest market in Africa 
for America which is currently supplying ‘approximately 45 per- 
cent of all South African imports. U.S. exports have averaged 
around $275 million per year, whereas imports from South Africa 
have averaged $100 million per year. The United States is second 
only to the United Kingdom as a supplier of imports, but lately West 
Germany and France have increased their totals and U.S. trade 
has suffered from competition in various fields. U.S. goods have 
made an enviable reputation for quality and serviceability in the 
South African market, but time and again the trade mission was 
told that price factors have become an important element in South 
African demands for overseas goods. It seems that much closer 
attention to local market requirements and a greater care in the 
selection of trading agents should be exercised; also that price quo- 
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tations to meet competitive import duties as well as competitive 
credit terms should be determined in advance... U.S. exports have 
diminished also because large-scale local production is increasingly 
sheltered by protective tariffs. 

Traditionally, the South African Government has always main- 
tained a favorable climate for private foreign investment in the 
country’s economic development. Taxation on foreign firms has 
been moderate and no differentiation is made between local and 
foreign capital. The Government has also followed a_ policy of 
unrestricted remittance of profits and dividends. The. U.S. total 
investment in all of Africa is around $700 million, of which total the 
South African investment ranges around $380 million. Approxi- 
mately 160 American firms have suosidiaries or interests in the Union, 
ranging in activity from processing and distribution to manufacturing 
and mining. 

As the trade mission progressed from Johannesburg to Capetown, 
it was evident that the economic expansion in South Africa is con- 
tinuing at an increasing rate. Although the outflow of money was 
somewhat large during 1958, during 1959 confidence seems to have 
been restored and there was a gradual increase in foreign investments. 
According to many leading commercial and industrial bankers, it 
seemed as if South Africa was again on the verge of an expansion boom. 

Some of the more important meetings were held as follows: 


ASSOCIATION OF CHAMRERS OF COMM&RCE OF SOUTH AFRICA 


At a luncheon given by the leading members of this chamber, 
reference was made to the tariff restrictions on South African goods in 
the dollar area and questions were asked whether South African goods, 
such as wines and wool, could find a much more expanded market in 
the United States. 

The Association of Chambers of Commerce deals more with imports 
and qpaeae were readily answered as to South African restrictions 


and difficulties inherent in the import of American goods. The main 
contention was that American prices were not competitive with those 
offered by the European suppliers. Credit terms were also mentioned 
as being not very favorable in comparison with those offered by com- 
mercial firms in Europe. Other disabilities, such as suitability for the 
South African market as well as export packaging, seemed to offer 
some difficulties. In general, however, the eee felt that American 
goods were considered very favorably in the South African market and 
that if the price question could be overcome a large increase in trade 
would result. 
FEDERATED CHAMRER OF INDUSTRIES 


Important points that came up for discussion dealt with the GATT 
reaction toward a new trade agreement to be negotiated between the 
Union and the Rhodesias; American tariff policies insofar as South 
African raw materials were concerned; South Africa’s capital require- 
ments; the lack of opportunity for South Africans to become directors 
in American subsidiaries in South Africa; the price of gold; as well as 
labor conditions in general. The main question dealt with the recent 
discussions under the aegis of GATT in Tokyo, where U.S. opposition 
to new exceptions in a new trade agreement between South Africa and 


1 A complaint also heard in Australia. 
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the Rhodesias was voiced. The South Africans could not understand 
this opposition since they felt that the Union was merely trying to 
assist an underdeveloped area in the same fashion as the United States 
would extend aid and technical assistance to other underdeveloped 
areas. It was pointed out that the historical background of the trade 
agreement between the two countries had certain very specific pro- 
visions which were agreed to by GATT signatories when both countries 
became members of the GATT. Now that this trade agreement was 
subject to renegotiation, new provisions would be included and there 
would be reciprocal exemptions of certain duty-free goods. These 
new exemptions were considered by the United States to be in direct 
contravention of the agreements allowable under GATT. The 
trade mission expressed the hope that if the South Africans and Rhode- 
sians were to make a more complete statement of the proposed trade 
agreement to the GATT, a new waiver of obligations might possibly 
be granted by the GATT signatories. The answer concerning Amer- 
ican opposition to the new exemptions was that the United States 
might think that the granting of preferential tariff treatment by the 
Union to the Federation might set up a precedent and lead to requests 
by other countries for similar exemptions. 


JOHANNESBURG CHAMRER OF COMMERCE 


Certain specific questions were discussed at a dinner which the 
chamber gave for the trade mission. The questions concerned the 
possibility of America pricing itself out of the world market; the 
possible effect a diminution of U.S. trade might have on U.S. gold 
reserves; the importance of the small businessman in the United 
States; and the U.S. reactions to the European Common Market and 
to the European Free Trade Area. 

The main purpose of this dinner, however, was concerned with a 
pease rise in the price of gold. For this purpose several prominent 

uth African economists attended the dinner and were asked to 
state the South African case. They alluded to the rise in mining 
costs and the great need for gold in the world as a stabilizing influence, 
as well as the possibility that South Africa might sell its gold on the 
free market in the form of bullion and manufactured articles. In 
answer to these points the trade mission asked these men to consider 
the direct implications of as drastic a rise in the price of gold as pro- 
posed. It would mean that South African wages would rise phenom- 
enally with subsequent inflationary tendencies. In other words, 
Could the South African economy stand the inflation which would 
inevitably result from raising the price of gold from $35 to $70 per 
ounce? _ for all Africans would have to increase, and with this. 
increase would come the enormous demand for a higher standard of 
living. The results from this increase in wages and supply of dis- 
eadeklg incomes might have far-reaching results in the South African 
political life. It was astounding how little thought had been given 
e possible inflation and the attendant result on the lives of the 

ricans. 


COOPERATIVE WINE GROWERS ASSOCIATION OF SOUTH AFRICA 


The Cooperative Wine Growers Association of South Africa were 
delighted to acquaint the trade mission with their difficulties in sellin 
South African wines in the United States. They protested first o 
all against the tariffs and, secondly, against the prohibition of names 
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for wines which compared favorably with those from Europe. At- 
tempts had been made in the past for selling South African wines in 
the American market, but attention was drawn to the enormous cost 
of an advertising campaign as well as the pockagin so as to establish 
a brand name in the United States. The phocndont for successful 
sale of typically South African goods was cited, such as the sale of 
‘Jobster tails.”” A suitable product, pac according to American 
standards and publicized adequately, would return a sizable profit 
to their South African sellers. The same situation might result for 
South African wines. 


THE WELLINGTON FRUIT GROWERS ASSOCIATION 


An inspection of the plant and discussion with the managing director 
showed how the South African product could not compete with over- 
seas dried fruit in quality and packaging. The director had made a 
trip to American dried-fruit farms and had been advised as to the 
best methods of drying and packaging. However, it was difficult to 
obtain cooperation from the individual fruit growers who had diffi- 
culties in meeting the specifications demanded. Additional education 
as to a suitable export product seems to be indicated so as to meet the 
rigid requirements for dried fruit in the American domestic market. 


Recommendations 


1. The U.S. Department of Commerce trade mission of 1957 had 
initiated literally hundreds of trade leads for American businessmen, 
but it seems that few had been followed up to the extent necessary to 
bring such leads to fruition. The U.S. official commercial representa- 
tion had to deal not only with trade, but also with investments and 
seemed to be understaffed to do both jobs adequately. Additional 

ersonnel might be needed to take advantage of the favorable climate 
or trade and investment to bring to the attention of South African 
businessmen the exact type of merchandise and machinery produced 
by the United States. On the other hand, reciprocal trade channels 
might be publicized for South African exporters. 

2. Since South Africa is on the verge of another round of industrial 
expansion, U.S. businessmen might find it profitable to keep in close 
touch with our official representatives in South Africa insofar as new 
opportunities for investment are concerned. 

3. A specific attempt should be made to initiate an expanded credit 
program for commercial goods since under such a program a large- 
scale expansion of U.S. exports might result. 

4, Although the trend of tourism from the United States has shown 
a favorable increase in the receipts of South Africa of such tourist 
dollars, an intensive program should be developed whereby South 
African businessmen could be invited to the United States by pub- 
licizing our travel facilities and commercial opportunities. 

5. x much greater representation allowance for our various consular 
and other officers in South Africa might bring much more favorable 
results because of increased contacts between our official family and 
South African business interests. 

6. A much more intensive effort should be made to get men for 
representative positions in South Africa who speak the language of 
the country because of the marked schism between the English and 
Afrikaans-speaking poor. Any foreigner who takes the trouble to 
learn the language of the greater percentage of the people is welcomed 
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with open arms because of his greater identification with their inter- 
ests and means of communications. 

7. One fact repeatedly mentioned by South African importers was 
the high cost of packing and forwarding charges and the extraordinary 
agents’ fees added to the prices quoted by American exporters. Par- 
ticularly did these complaints concern service fees required by Ameri- 
can textile exporters. The hard core of the complaint was that Ameri- 
can textile manufacturers received drawback payments on textile 
goods exported to South Africa under the U.S. cotton equalization 
payments scheme, while at the same time the Union’s Customs Depart- 
ment levied a bounty dumping duty on those same imports. In the 
first instance such payments are not generally passed on to the South 
African importer as discounts; and in the second instance the South 
African levy adds to the price of American textiles. Both practices 
add to the increased cost of American exports. Two things should be 
done: (1) American textile exporters should investigate export prac- 
tices, and (2) representation should be made in South Africa by U.S. 
officials against the discriminatory practice occasioned by the bounty 
dumping duty. 
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